
390

26 CFR Ch. I (4–1–03 Edition)§ 1.402(c)–2

Q–7: When is a distribution from a plan a 
required minimum distribution under sec-
tion 401(a)(9)? 

Q–8: How are amounts that are not includ-
ible in gross income allocated for purposes of 
determining the required minimum distribu-
tion? 

Q–9: What is a distribution of a plan loan 
offset amount and is it an eligible rollover 
distribution? 

Q–10: What is a qualified plan distributed 
annuity contract, and is an amount paid 
under such a contract a distribution of the 
balance to the credit of the employee in a 
qualified plan for purposes of section 402(c)? 

Q–11: If an eligible rollover distribution is 
paid to an employee, and the employee con-
tributes all or part of the eligible rollover 
distribution to an eligible retirement plan 
within 60 days, is the amount contributed 
not currently includible in gross income? 

Q–12: How does section 402(c) apply to a 
distributee who is not the employee? 

Q–13: Must an employee’s (or spousal 
distributee’s) election to treat a contribu-
tion of an eligible rollover distribution to an 
individual retirement plan as a rollover con-
tribution be irrevocable? 

Q–14: How is the $5,000 death benefit exclu-
sion under section 101(b) treated for purposes 
of determining the amount that is an eligible 
rollover distribution? 

Q–15: May an employee (or spousal dis-
tributee) roll over more than the plan ad-
ministrator determines to be an eligible roll-
over distribution using an assumption de-
scribed in § 1.401(a)(31)–1, Q&A–18? 

Q–16: Is a rollover from a qualified plan to 
an individual retirement account or indi-
vidual retirement annuity treated as a roll-
over contribution for purposes of the one-
year look-back rollover limitation of section 
408(d)(3)(B)?

QUESTIONS AND ANSWERS 

Q–1: What is the rule regarding dis-
tributions that may be rolled over to 
an eligible retirement plan? 

A–1: (a) General rule. Under section 
402(c), as added by UCA, any portion of 
a distribution from a qualified plan 
that is an eligible rollover distribution 
described in section 402(c)(4) may be 
rolled over to an eligible retirement 
plan described in section 402(c)(8)(B). 
For purposes of section 402(c) and this 
section, a rollover is either a direct 
rollover as described in § 1.401(a)(31)–1, 
Q&A–3 or a contribution of an eligible 
rollover distribution to an eligible re-
tirement plan that satisfies the time 
period requirement in section 402(c)(3) 
and Q&A–11 of this section and the des-
ignation requirement described in 

Q&A–13 of this section. See Q&A–2 of 
this section for the definition of an eli-
gible retirement plan and a qualified 
plan. 

(b) Related Internal Revenue Code 
provisions—(1) Direct rollover option. 
Section 401(a)(31), added by UCA, re-
quires qualified plans to provide a dis-
tributee of an eligible rollover distribu-
tion the option to elect to have the dis-
tribution paid directly to an eligible 
retirement plan in a direct rollover. 
See § 1.401(a)(31)–1 for further guidance 
concerning this direct rollover option. 

(2) Notice requirement. Section 402(f) 
requires the plan administrator of a 
qualified plan to provide, within a rea-
sonable time before making an eligible 
rollover distribution, a written expla-
nation to the distributee of the 
distributee’s right to elect a direct 
rollover and the withholding con-
sequences of not making that election. 
The explanation also is required to pro-
vide certain other relevant information 
relating to the taxation of distribu-
tions. See § 1.402(f)–1 for guidance con-
cerning the written explanation re-
quired under section 402(f). 

(3) Mandatory income tax withholding. 
If a distributee of an eligible rollover 
distribution does not elect to have the 
eligible rollover distribution paid di-
rectly from the plan to an eligible re-
tirement plan in a direct rollover under 
section 401(a)(31), the eligible rollover 
distribution is subject to 20-percent in-
come tax withholding under section 
3405(c). See § 31.3405(c)–1 of this chapter 
for provisions relating to the with-
holding requirements applicable to eli-
gible rollover distributions. 

(4) Section 403(b) annuities. See 
§ 1.403(b)–2 for guidance concerning the 
direct rollover requirements for dis-
tributions from annuities described in 
section 403(b). 

(c) Effective date—(1) Statutory effec-
tive date. Section 402(c), added by UCA, 
applies to eligible rollover distribu-
tions made on or after January 1, 1993, 
even if the event giving rise to the dis-
tribution occurred on or before Janu-
ary 1, 1993 (e.g. termination of the em-
ployee’s employment with the em-
ployer maintaining the plan before 
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January 1, 1993), and even if the eligi-
ble rollover distribution is part of a se-
ries of payments that began before 
January 1, 1993. 

(2) Regulatory effective date. This sec-
tion applies to any distribution made 
on or after October 19, 1995. For eligible 
rollover distributions made on or after 
January 1, 1993 and before October 19, 
1995, § 1.402(c)–2T (as it appeared in the 
April 1, 1995 edition of 26 CFR part 1), 
applies. However, for any distribution 
made on or after January 1, 1993 but be-
fore October 19, 1995, any or all of the 
provisions of this section may be sub-
stituted for the corresponding provi-
sions of § 1.402(c)–2T, if any. 

Q–2: What is an eligible retirement plan 
and a qualified plan? 

A–2: An eligible retirement plan, 
under section 402(c)(8)(B), means a 
qualified plan or an individual retire-
ment plan. For purposes of section 
402(c) and this section, a qualified plan 
is an employees’ trust described in sec-
tion 401(a) which is exempt from tax 
under section 501(a) or an annuity plan 
described in section 403(a). An indi-
vidual retirement plan is an individual 
retirement account described in sec-
tion 408(a) or an individual retirement 
annuity (other than an endowment 
contract) described in section 408(b). 

Q–3: What is an eligible rollover dis-
tribution? 

A–3: (a) General rule. Unless specifi-
cally excluded, an eligible rollover dis-
tribution means any distribution to an 
employee (or to a spousal distributee 
described in Q&A–12(a) of this section) 
of all or any portion of the balance to 
the credit of the employee in a quali-
fied plan. Thus, except as specifically 
provided in Q&A–4(b) of this section, 
any amount distributed to an employee 
(or such a spousal distributee) from a 
qualified plan is an eligible rollover 
distribution, regardless of whether it is 
a distribution of a benefit that is pro-
tected under section 411(d)(6). 

(b) Exceptions. An eligible rollover 
distribution does not include the fol-
lowing: 

(1) Any distribution that is one of a 
series of substantially equal periodic 
payments made (not less frequently 
than annually) over any one of the fol-
lowing periods— 

(i) The life of the employee (or the 
joint lives of the employee and the em-
ployee’s designated beneficiary); 

(ii) The life expectancy of the em-
ployee (or the joint life and last sur-
vivor expectancy of the employee and 
the employee’s designated beneficiary); 
or 

(iii) A specified period of ten years or 
more; 

(2) Any distribution to the extent the 
distribution is a required minimum 
distribution under section 401(a)(9); or 

(3) The portion of any distribution 
that is not includible in gross income 
(determined without regard to the ex-
clusion for net unrealized appreciation 
described in section 402(e)(4)). Thus, for 
example, an eligible rollover distribu-
tion does not include the portion of 
any distribution that is excludible 
from gross income under section 72 as a 
return of the employee’s investment in 
the contract (e.g., a return of the em-
ployee’s after-tax contributions), but 
does include net unrealized apprecia-
tion. 

Q–4: Are there other amounts that 
are not eligible rollover distributions? 

A–4: Yes. The following amounts are 
not eligible rollover distributions: 

(a) Elective deferrals, as defined in 
section 402(g)(3), that, pursuant to 
§ 1.415–6(b)(6)(iv), are returned as a re-
sult of the application of the section 
415 limitations, together with the in-
come allocable to these corrective dis-
tributions. 

(b) Corrective distributions of excess 
deferrals as described in § 1.402(g)–
1(e)(3), together with the income allo-
cable to these corrective distributions. 

(c) Corrective distributions of excess 
contributions under a qualified cash or 
deferred arrangement described in 
§ 1.401(k)–1(f)(4) and excess aggregate 
contributions described in § 1.401(m)–
1(e)(3), together with the income allo-
cable to these distributions. 

(d) Loans that are treated as deemed 
distributions pursuant to section 72(p). 

(e) Dividends paid on employer secu-
rities as described in section 404(k). 

(f) The costs of life insurance cov-
erage (P.S. 58 costs). 

(g) Similar items designated by the 
Commissioner in revenue rulings, no-
tices, and other guidance published in 
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